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"The Measure o f Excellence'
American Institute 
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February 26, 1990, Volume XVIII, Issue 50
***NOTICE TO SUBSCRIBERS***
This is the last issue of the AICPA Washington Report, as was announced in the 
1/15/90 Washington Report. It is also the end of the current subscription year.
Information that has been provided in the Washington Report will be included in 
expanded coverage of Washington matters in The CPA Letter, a biweekly publication 
which is mailed to all AICPA members.
Subscribers to the Washington Report who are not members of the AICPA may subscribe 
to The CPA Letter by writing the AICPA Circulation Department at 1211 Avenue of the 
Americas, New York, NY 10036-8775. The 1990 subscription year for The CPA Letter 
begins March 1st. The yearly subscription rate for The CPA Letter is $60.00.
If you have any questions, contact Shirley Twillman in the AICPA Washington, D.C. 
office at 202/737-6600.
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2COMPTROLLER OF THE CURRENCY. OFFICE OF
The OCC "strongly recommends that bank directors encourage management to increase
cooperation between outside auditors and the OCC examination team." the OCC said
in Advisory Letter 90-3. The OCC pointed out that the National Commission on 
Fraudulent Financial Reporting (more commonly known as the Treadway Commission) 
recommended regulatory examiners and independent public accountants have mutual 
access to information they develop about examined financial institutions. The 
OCC also said the initiative is consistent with the Financial Institutions 
Reform, Recovery, and Enforcement Act of 1989 (FIRREA). Under FIRREA, insured 
depository institutions are required to provide the independent auditors with 
copies of their most recent examination reports, any supervisory memoranda of 
understanding, and any enforcement or other supervisory actions issued. 
Therefore, the OCC said, a bank must give its public accountants access to OCC 
examination and regulatory reports and should give OCC examiners access to its 
public accountant's management letter and bank management's response to that 
letter. Banks and outside auditors also are encouraged by the OCC to confer with 
the OCC as the banks and outside auditors consider appropriate. Such contacts, 
the OCC said, could include meetings with outside auditors and audit committees 
and appropriate involvement in planning both examinations and audits. Copies of 
Advisory Letter 90-3 are available from the OCC by calling 202/287-4279.
FEDERAL DEPOSIT INSURANCE CORPORATION
William S. Stark, CPA, has been named to a new post within the FDIC's Division of
Supervision to help set policy and provide guidance on insured institutions'
involvement with the capital markets, it has been announced. As the Assistant 
Director for Capital Markets, Mr. Stark will help the FDIC Board set policies in 
areas such as insured institutions' investments in certain assets and 
originations of debt or equity. The FDIC said he will also work closely with 
FDIC Regional Offices in their work supervising banks for safety and soundness. 
Mr. Stark is the former senior vice president and chief financial officer of 
Benjamin Franklin Federal Savings Association of Houston, TX. From 1974 to 1980 
Mr. Stark worked in the St. Louis office of Peat Marwick (now KPMG Peat Marwick), 
leaving as an audit manager. He has also held various positions in the financial 
services industry in St. Louis, San Francisco, and Houston. Mr. Stark has been a 
member of the AICPA since 1976.
FEDERAL DEPOSIT INSURANCE CORPORATION AND RESOLUTION TRUST CORPORATION
Proposed uniform nationwide real estate appraisal standards released earlier by the
FDIC and RTC have been published in the Federal Register (see the 2/22/90 Fed. 
Reg. , pp. 6266-74 and pp. 6283-91 and the 2/19/90 Wash. Rpt.) . The proposed 
regulations were drafted by an interagency committee, in order to comply with 
Title XI of the Financial Institutions, Reform, Recovery, and Enforcement Act of 
1989. The proposed regulations require covered appraisals to be performed 
according to uniform standards by individuals with demonstrated competency and 
whose conduct is subject to effective supervision. Transactions requiring an 
appraiser are identified in the proposed regulations and minimum standards are 
set for performing such appraisals. Comments on the FDIC's and RTC's proposed 
rules must be received by 4/23/90. For further information after reading the 
proposals, contact Robert F. Miailovich at the FDIC at 202/898-6918 and David R. 
Wiley at the RTC at 202/416-4449.
3THRIFT SUPERVISION. OFFICE OF
An exception for certified public accountants exists to section 545.132. "Disclosure
of Customer Records." the OTS said in a memo clarifying the effect of the
regulation on CPAs' circularization of confirmations for loan and deposit
portfolios. The regulation requires, among other things, that before an insured 
institution discloses customer information, as defined, to third parties, the 
institution must obtain customer approvals and must request that the third party 
execute a confidentiality agreement with the institution that establishes the 
specific use of the information and prohibits the subsequent disclosure of the 
customer information by that third party. OTS said that CPA firms "have 
indicated that compliance with this regulation not only adds time and cost to 
completing an audit, but also could be inconsistent with GAAS and GAAP reporting 
requirements if reportable information came to light as a result of the 
confirmation effort. The OTS General Counsel office has issued an interpretive 
ruling addressing this issue. The ruling states that "disclosures may be made to 
a person providing professional services, who has not signed a confidentiality 
agreement, as long as such person may only divulge the information in accordance 
with explicit professional ethical standards limiting such release except as 
necessary to fulfill his or her obligations to the client...Thus a specific 
letter of confidentiality is not required and disclosure may be made to 
professional service providers subject to professional ethical standards." OTS 
says that since AICPA Rule 301 addresses the CPA's responsibility on disclosure 
of confidential client information, it is OTS' understanding that "the CPA firm 
is not required to execute a confidentiality agreement with the insured 
institution prior to accessing confidential institution customer information in 
the performance of professional services for the institution, such as annual 
audit work." For further information, contact John Freeh at the OTS at 
202/331-4561.
TREASURY, DEPARTMENT OF
Taxation of employee annuities is the subject of Revenue Ruling 90-24 released
recently by the IRS. The revenue ruling addresses the question of whether a 
transfer of all or part of the holder's interest in a section 403(b)(1) annuity 
contract or a section 403(b)(7) custodial account to another section 403(b)(1) 
annuity contract or section 403(b)(7) custodial account constitute an actual 
distribution to the holder within the meaning of section 403(b)(1). The IRS said 
if an individual transfers an interest in a section 403(b)(1) annuity contract 
not subject to early distribution restrictions to another section 403(b)(1) 
annuity contract, or to a section 403(b)(7) custodial account, the transfer is 
not an actual distribution within the meaning of section 403(b)(1) of the 
Internal Revenue Code, and consequently is not a taxable transfer. If an 
individual transfers funds from a section 403(b)(7) custodial account to a 
section 403(b)(1) annuity contract, or to another section 403(b)(7) custodial 
account, and the transferred funds continue to be subject to the early 
distribution restrictions set forth in section 403(b)(7)(A)(ii), the transfer is 
not an actual distribution under section 403(b)(1) and consequently is not a 
taxable transfer. If an individual transfers funds from a section 403(b)(1) 
annuity contract containing funds subject to the early distribution restrictions 
of section 403(b)(11) to another 403(b)(1) annuity contract, or to a section 
403(b)(7) custodial account, and the transferred funds continue to be subject to 
the same or more stringent distribution restrictions, the transfer is not an 
actual distribution section 403(b)(1) and consequently is not a taxable transfer. 
The IRS said that in determining whether any of the above transfers constitutes 
an actual distribution, it is irrelevant whether a complete interest or a partial 
interest is transferred, and whether the transferring individual is a current 
employee, a former employee or a beneficiary of a former employee. Revenue 
Ruling 90-24 is scheduled to be published in Internal Revenue Bulletin 1990-11, 
dated 3/12/90. For further information after reading the revenue ruling, contact 
Linda S. F. Marshall at the IRS at 202/566-3050.
4SPECIAL: HOUSE DEMOCRATS RECOMMEND MEMBERS FOR ENERGY AND COMMERCE AND JUDICIARY
COMMITTEE VACANCIES
Rep. Tom McMillen (D-MD) was selected by the House Democratic Steering and Policy
Committee to fill the vacancy on the House Energy and Commerce Committee. The
Policy Committee also recommended that Rep. Craig Washington (D-TX), who was 
elected to the seat held by the late Rep. Mickey Leland (D-TX), serve on the 
House Judiciary Committee. The recommendations of the Policy Committee must be 
approved by the Democratic Caucus. The vacancy on the Energy and Commerce 
Committee was created by the resignation of Rep. Jim Florio (D-NJ), who is now 
Governor of New Jersey. Rep. Washington would fill a newly-created slot on the 
Judiciary Committee.
SPECIAL: HEARING ON PENSION PLAN COMPLEXITY SCHEDULED BY SENATE FINANCE SUBCOMMITTEE
Options for the possible simplification of current Internal Revenue Code rules
governing private pension plans will be the subject of a hearing scheduled for
3/23/90 by the Senate Finance Subcommittee on Private Retirement Plans and
Oversight of the Internal Revenue Service. The hearing is scheduled to begin at 
10:00 a.m. in Room 215 of the Dirksen Senate Office Building in Washington, D.C. 
Witnesses will appear by invitation only, but individuals are invited to submit 
written comments for the printed hearing record. Written statements must be 
received no later than 4/13/90. For further information about the hearing or 
submitting written comments, contact the Subcommittee staff at 202/224-4515.
For further information contact Shirley Twillman at 202/737-6600.
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